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Tennessee Behavioral Heaith, Inc. - Middle/West Regions

BHO TennCare Operations Statement of Revenue and Expenses

For the Quarter Ending September 30, 2007
Report 2A

Member Months

Revenues
TennCare Capitation
Risk Share
Investment (Interest)
Other Revenues

Total Revenues

Expenses

Mental Health & Substance Services
Inpatient Psychiatric Facility services
Inpatient Substance Abuse Treatment and Detox
Outpatient Mental Health Services
Qutpatient Substance Abuse Treatment and Detox
Housing/Residential Treatment
Specialized Crisis Services
Psychiatric Rehab and Support Services
Case Management
Forensics
Other Judicial
Pharmacy
Lab Services
Transportation
Medical Incentive Pool and Withhold Adjustments
Occupancy, Depreciation and Amortization
Other Mental Health and Substance Abuse Services
PCP and Specialists Services

Subtotal
Reinsurance Expense Net of Recoveries

Less:

Copayments

Subrogation

Coordination of Benefits

Subtotal

Total Medical and Substance Abuse

Claim Adjustment Expense

Administration *
Rent
Salaries and Wages
Commissions
Contributions for benefit plans for employess
Payments to employses under non-funded benefit plans
Other employee welfare
Legal fees and expenses
Medical examination fees
Utilization management
Certifications and accreditation
Auditing, actuarial and other consulting services
Traveling expenses
Marketing and advertising
Postage, express, telegraph and telephone
Printing and stationary
Occupancy, depreciation and amortization
Rental of equipment
Outsourced services includes EDP, claims, and other services
Books and periodicals
Boards, bureaus and association fees
Insurance, except on real estate
Collection and bank service charges
Group service and administration fees
Reimbursements from fiscal intermediaries
Real estate expenses
Real estate taxes
Bad Debt Expense
Taxes, licenses and fees:
State and local insurance taxes
State premium taxes
Insurance department licenses and fees
Payroli taxes
Other (excluding federal income and real estate taxes)
Investment expenses not included elsewhere
Write-Ins

Total Administrative Expenses

Total Expenses

Income/(loss) before aliccated income taxes
Benefit (provision) for income taxes

Net Income (Loss)

Current Quarter
Total

499,059

12,483,394
(876,785)

157,481

1]

11,764,089

3,278,126
114,757
1,532,471
124,045
1,065,941
410,092
136,802
1,804,106

364
306,528

8,763,231

8,763,231
124,834
15,875

571,003
1,719

6,555

49
64,917
24,265
13,680
25,483
57,681

260,284

404
(459)
3,410

5,356

303

248,133

2,152

1,300,811

10,188,876

1,575,214
(559,438)

1,015,775

Year to Date
Total

1,505,430

41,914,786
(3,478,821)

533,501

0

38,969,556

11,997,404
332,621
4,398,525
356,025
2,757,416
1,341,922
447,650
6,172,484

(17,734)
880,449
0

28,666,763

28,666,763
419,148
53,301

1,917,226
5,773

22,010

365
226,462
73,377
45,934
85,564
282,576
875,615
1,357
(1.541)
11,449

17,112

1,018

784,720

7,882

4,410,199

33,496,111
5,473,445

(1,923,819)

3,549,626



Tennessee Behavioral Health, Inc. - East Region

BHO TennCare Operations Stat it of R and E
For the Quarter Ending September 30, 2007
Report 2A

Member Months

Revenues
TennCare Capitation
Risk Share
Investment (interest)
Other Revenues

Total Revenues

Expenses

Mentat Health & Substance Services
Inpatient Psychiatric Facility services
inpatient Substance Abuse Treatment and Detox
Outpatient Mental Health Services
Qutpatient Substance Abuse Treatment and Detox
Housing/Residentiat Treatment
Specialized Crisis Services
Psychiatric Rehab and Support Services
Case Management
Forensics
Other Judicial
Pharmacy
Lab Services
Transportation
Medical Incentive Pool and Withhold Adjustments
Occupancy, Depreciation and Amortization
Other Mental Health and Substance Abuse Services
PCP and Specialists Services

Subtotal
Reinsurance Expense Net of Recoveries

Less:

Copayments

Subrogation

Coordination of Benefits

Subtotal

Total Medical and Substance Abuse

Claim Adjustment Expense

Administration '
Rent
Salaries and Wages
Commissions
Contributions for benefit plans for employees
Payments to employees under non-funded benefit plans
Other employee welfare
Legal fees and expenses
Medical examination fees
Utilization management
Certifications and accreditation
Auditing, actuarial and other consulting services
Traveling expenses
Marketing and advertising
Postage, express, telegraph and telephone
Printing and stationary
QOccupancy, depreciation and amortization
Rental of equipment
Outsourced services includes EDP, claims, and other services
Books and periodicals
Boards, bureaus and association fees
Insurance, except on real estate
Collection and bank service charges
Group service and administration fees
Reimbursements from fiscal intermediaries
Real estate expenses
Real estate taxes
Bad Debt Expense
Taxes, ficenses and fees:
State and local insurance taxes
State premium taxes
Insurance department licenses and fees
Payroli taxes
Other (excluding federal income and real estate taxes)
Investment expenses not included elsewhere
Write-ins

Total Administrative Expenses

Total Expenses

Income/{loss) before allocated income taxes
Benefit {(provision) for income taxes

Net Income (Loss)

" The ASO fee Administration expense breakout is assumed based upon current sub-contractor's expenses.

Current Quarter
Total

1,285,903

35,884,024
0

424,988

0

36,309,012

9,245,131
523,583
7,536,543
610,059
3,175,413
1,240,444
413,798
6,621,399

40,436
1,061,507

30,468,313

30,468,313
358,840
45,632

1,641,372
4,942

18,843

141
185,911
60,699
39,325
73,253
147,782
748,196
1,162
{1,319}
9.802

14,508

871

758,502

7.096

3,756,717

34,583,870

1,725,143
(603,800)

1,121,343

Year to Date
Total

3,836,679

104,808,921
0

1,371,767

0

106,180,687

26,175,140
1,447,496
25,653,353
2,076,580
9,715,821
3,713,315
1,238,721
20,067,330

183,351
2,885,659
0

93,156,765

93,156,765
1,048,089
133,281

4,794,068
14,435

55,036

412
566,358
175,712
114,859
213,956
614,044

2,185,308

3,393
{3,854)

28,628

42,848

2,545

2,137,000

20,726

11,099,256

105,304,110

876,577
(306,802)

569,775



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Healith, Inc.

ASSETS

Cumrent Statement Date 4
1 3
December 31
Net Admitted Assets Prior Year Net
Assets Nonadmitied Assets (Cols. 1-2) Admitted Assets
Be BONGS oo 2,401,924 ,401,924 2,600,002
2. Stocks:
2.1 Preferred S10CKS ... oo 0 0
2.2 COmMMON SIOCKS ..o oo cooeceeiecereeeereme e b 0 0
3. Mortgage loans on real estate:
SAFistliens e 0 0
3.2 Other than first liens ] 0
4. Real estate:
4.1 Properties occupied by the company (less
€NCUMDIaNGEs ). h O b 0
4.2 Properties held for the production of income
(ess $ EIEa 1o (=13 ToTcE) SOOI NNORNSUSURSS SOOI SOOI 0 [t}
4.3 Properties held for sale (less
$ - encumbrances) .. ... ... 0
5. Cash ($ .. 3,890,202 ),
cash equivalents (§ .. )
and short-term investments ($ 0 43,890,202 43,890,202 8. ... 41,505,185
6. Contract loans, (including$ oo premium notes)  jooe 0
7. Other INVESIEA ASSELS .._....oceumr oo eecoeereeeeeree oo eeeeseeenees oo eeeesseeeoeeeeseeee e sere o 0 1 0 0
LA N T 1= OO OO SN ST S 0 0
9. Aggregate write-ins for invested assets
10. Subtotals, cash and invested assets {Lines 110 9
11. Title plants less $ charged off (for Title insurers
only) - 0 0
12. Investment income due and acerued .. . b 9,699
13. Premiums and considerations:
13.1 Uncollected premiums and agents’ balances in the course of
collection 2,455,140 2,455,140 3,531,316
13.2 Deferred premiums, agents’ balances and installments booked but
deferred and not yet due (including $ eamed
but unbilled premiums)......_..__ 0 0
13.3 Accrued refrospective Premiums..oo oo b i 0
14. Reinsurance:
14.1 Amounts recoverable from reinsurers ..o b 0 0
14.2 Funds held by or deposited with reinsured companies ... b e 0
14.3 Other amounts receivable under reinsurance contracts 0
16. Amaunts receivable relating to uninsured plans oo b 0 0
16.1 Current federal and foreign income tax recoverable and interest thereon .. foooooooeeveee b L1 S 0
16.2Net deferred tax asset 0 0
17. Guaranty funds receivable or on deposit 0 0
18. Electronic data processing equipment and software. 0 0
19. Furniture and equipment, including health care delivery assets
[ Yo . ] 0
20. Net adjustment in assets and liabifities due to foreign exchange rates 0 0
21. Receivables from parent, subsidiaries and affiliates SV SR RSO O o 8,782
22. Health care ($ 111,968 111,968 {100,000
23. Aggregate write-ins for other than investedassets ... .. L. 0 0 0
24. Total assets excluding Separate Accounts, Segregated Accounts and
Protected Cell Accounts (Lines 10 to 23) 48,868,933 0 48,868,933 47,806,617
25. From Separate Accounts, Segregated Accounts and Protected
Cell ACCOUNS. ..o O b 0
26. Total {Lines 24 and 25) 48,868,933 0 48,868,933 47 806,617
DETAILS OF WRITE-INS
L OO OO VO OO RO NI N
0902, et eee e eeemoeeeeeims Y e eeemeeesemeeeeeemseeneeseemneee ) e
0903,
0998. Summary of remaining write-ins for Line 9 from overflow page ... oo 0 1 WO 0 0
0999, Totals (Lines 0901 through 0903 plus 0998)(Line 9 above) 4 0 0 0
2301. Risk Share Receivable..... e 0 11 S— o
OO OO UU] SOOI O RSN W N,
2303. N
2398. Summary of remaining write-ins for Line 23 from overflow page 90 0 D 0
2399, Totals (Lines 2301 through 2303 plus 2398)(Line 23 above) 0 0 0 0




STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Tofal Total
1. Claims unpaid (eSS $ oo reinsurance ceded) 18,295,473 ¢ b 18,295,473 e 16,424 922
2. Accrued medical incentive pool and bonus amounts __ 0 0
3. Unpaid claims adjustment expenses ... 0 ]
4. Aggregate health policy reserves ... i} ]
5. Aggregate life policy reSeIVes ... ccc.crooroeeeoreeceeern oo oo b 0 i)
6. Property/casually unearned premium reserve 0 D
7. Aggregate health claimreserves ... . D 0
8. Premiums received in advance 0 SOOI |
9. General expenses due or accrued 566,129 ....666,129 321,852
10.1 Current federal and foreign income tax payable and interest thereon (including
$ . onrealized gains (losses)) ... ...8,692,313 8,692,313 ..6,461,693
10.2 Net deferred tax Hability. ........c.......oooooooeoeooiooooooooo b .l =0
11. Ceded reinsurance premiums payable ... 0 SR |
12. Amounts withheld or retained for the account of others D 0
13. Remittances and items not allocated ... 0 0
14. Borrowed money (including $
interest thereon $ oo (including
$ . CLITEDL) 5 VU [ - 0
15.  Amounts due to parent, subsidiaries and affiliates 1,688,210 1,688,210 oo 244,885
16. Payable for securities 0 "]
17, Funds held under reinsurance treaties With (§ e
authorized reinsurers and $ ... unauthorized
TRINSUIBIS) ittt ceecemm oo eeeoeeeeeeeremeeeeereeeemseeeeeeeemeeemmeeseneemeeeoeneoe ) o ] 0
18. Reinsurance in unauthorized companies ..o 0 ]
19, Net adjustments in assets and fiabilities due to foreign exchange rates _....... O b I}
20. Liabifity for amounts held under uninsured plans ... 0 ]
21, Aggregate write-ins for other Hiabilities (including $ ...
current) ... 8,561,097 O 8,561,007 { ... 5,062,680
22. Total liabilities (Lines 1 to 21)... 37,903,222 01 37,903,222 8 28,516,032
23. Aggregate write-ins for special surplus funds ... XXX XXX 0 0
24. Common capital stock ........... XXX b 0.0 G S, 1,000 reeneeeernnn 1,000
25. Preferred capital stock ... XXX XXX 0
26. Gross paid in and contributed surpius XXX 12,682,036 ) 12,682,036
27. Surplus notes ... XXX XXX .. .0
28. Aggregate write-ins for other than special surplus funds XXX XXX 0 0
29, Unassigned funds (SUIPILS) .oooooooooroooorooo oo XXX XXX (1,717,325)..._... 6,607,549
30. Less treasury stock, at cost:
30.1 e 8hares common (value included in Line 24)
U )- XXX, XXX.... . i
30.2 —ereemee- ShATES preferred (value included in Line 25)
$ ). XXX XXX 0
31. Total capital and surpius (Lines 23 to 29 minus Line 30) ... XXX ...10,965,711 19,280,585
32._Total liabilities, capital and surplus (Lines 22 and 31) XXX XXX 48,868,933 47,808,617
DETAILS OF WRITE-INS
2101, Premium Tax Payable 958,783 | o 958,783 1,001,169
2102. Unclaimed Property. .o 220,426 3 220,426 {... ... 158,444
2103. Payable to State of Tennessee/Risk Share Payable 7,381,888 7,381,868 23,903,067
2198, Summary of remaining write-ins for Line 21 from overflow page ... 0 [V 0 0
2199, Totals (Lines 2101 thru 2103 plus 2198) (Line 21 above) 8,561,097 0 8,561,007 5,062,680
2800, XXX X k
2302. XXX D00 GINUNIUN SOOI
2303, D90, SNVUININE S XXX....
2398, Summary of remaining write-ins for Line 23 from overflow page ... ... XXX XXX 0 1]
2399, Totals {Lines 2301 thru 2303 plus 2398) {Line 23 above) XXX XXX 0 0
2801. XXX XXX
2802. XXX XXX
2803, XXX XXX
2898.  Summary of remaining write-ins for Line 28 from overflow page .. XX XXX 0 0
2899, Totals (Lines 2801 thru 2803 plus 2898) (Line 28 above) XXX XXX 0 0




STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

STATEMENT OF REVENUE AND EXPENSES

Cutrent Year To Date

Prior Year 7o Date

1 2 3
Uncovered Total Total
1. Member Months . XXX 5,342,109 | .. 5,452,847
2. Net premium income (including $ ... .cccoroeeverererro. non-heaith premium income)..... XXX 146,723,707 | ......144,773,393
3. Change in unearned premium reserves and reserve for rate credits ... e XXX 0
4. Fee-for-service (netof § rreeeeen. medical expenses) XXX 0
5. Risk revenue D 0.0 GO SR 0
6. Aggregate write-ins for other health care related revenues XXX (3,478, 82001 . (2,933,950}
7. Aggregate write-ins for other non-health revenues ... XXX 0 ]
8. Total revenues (Lines 26 7) .. XX 143,244,866 {.............. 141,838,443
Hospital and Medical:
9. Hospital/medical benefits ... 59,930,524 | ........53,868,259
10.  Other professional SeMVICes ..o 61,893,004 1 59,297,796
11 OQUISITE TRFEITAIS .........ooocoe et seeeeeee e eeeeenee e e 0
12, Emergency room and out-of-area ... ... 0
13.  Prescription drugs ...
14, Aggregate write-ins for other hospital and medical 0 .0
15, Incentive pool, withhold adjustments and bonus amounts. SO SRSV U 0
16.  Subtotal {Lines 9to 15) ... Obo 121,823,628 | ... 113,166,055
Less:
17. Net reinsurance recoveries ... S SO
18, Total hospital and medical (Lines 16 minus 17) 0 121,823,528 13,166,055
19.  Non-health claims (net) e e ettt e e eeeeeeeeeee e eeenee s} oo 0
20. Ciaims adjustment expenses, including $ ... cost containment expense: 1,467,237 | 1,447,734
21. General administrative expenses. ... 15,509,455 §. __....14,977,483
22. Increase in reserves for life and accident and health contracts including
$ increase in reserves for life only)...........__o. . do 0
23, Total underwriting deductions (Lines 18 through 22) ... 0 138,800,220
24, Net underwriting gain or {loss) (Lines 8 minus 23) ..o b XXX 4,444 666
25. Netinvestmentincomeearned ... . 1,905,358
26. Net realized capital gains (losses) less capital gains tax of $... 0
27. Netinvestment gains (fosses) {LInes 25 PIUS 26) ..o oo e 0 1,905,358 | 1,756,459
28. Net gain or (loss) from agents’ or premium balances charged off [{amount recovered
$ }(amount charged off $ ... ) IO -]
29. Aggregate write-ins for other income or expenses ... 0 0 0
30. Netincome or {loss) after capital gains tax and before alt other federal income taxes (Lines 24 plus
27 plus 28 plus 29) XXX 6,350,024 |...
31. Federal and foreign income taxes incurred __ XXX ... -..2,230,621
32, Netincome (loss) (Lines 30 minus 31) XXX 4,119,403 9,103,010
DETAILS OF WRITE-INS
0801, Risk Share REVENUE ... oo XXX (3,478,821 L. (2,933,950)
B0, oot e oot oo e e oo oes oot ee oo XXX
0603, ; XXX
(698.  Summary of remaining write-ins for Line 6 from overflow page XXX SOV D
0699. _Totals {Lines 0601 thry 0603 plus 0698) (Line 6 above)} XXX (3,478,821) (2,933,950}
0707, e D, 0.0 G S,
0702. XXX
0703, XXX e
0798.  Summary of remaining write-ins for Line 7 from overflow page ... XXX 0 -0
0799. _Totals {Lines 0701 thru 0703 plus 0798) (Line 7 above) XXX 0 0
101 i,
T e e eee e
1403.
1498.  Summary of remaining write-ins for Line 14 from overflow page . 0 0 0
1499. _Totals (Lines 1401 thru 1403 pius 1488) (Line 14 above) 0 0 0
2901,
2902,
2L U N
2998.  Summary of remaining write-ins for Line 29 from overflow page O fo -0 0
2999. _Totals (Lines 2901 thru 2903 plus 2998) (Line 29 above) 0 4 0




STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

STATEMENT OF REVENUE AND EXPENSES (Continued)
1 2 3
Current Year Prior Year
to Date to Date Prior Year
CAPITAL AND SURPLUS ACCOUNT;
33.  Capital and surplus prior reporting year. ... 19,280,585 18,517,488 | 18,517,488
34.  Netincome or (loss) from Line 32 419,403 {oo, 9,103,010 ... 11,897,161
35.  Change in valuation basis of aggregate policy and claim reserves ..o b 0 0
36.  Change in net unrealized capital gains (losses) less capital gains tax of $ .o b ¢ 0
37.  Change in net unrealized foreign exchange capital gain or (loss) 0 0
38.  Change in net deferred income tax........... 0
39.  Change in nonadmitied assets __ 55,723 {121,135) _(55,723)
40.  Change in unauthorized reiNSUMANCE ... . oo B 0 0
41, Change in treasury stock ..___._ -0 0
42, Change in surplus NOES ... I} (11,168,341) ... (11,168,341)
43.  Cumulative effect of changes in accounting principles O b, 0
44.  Capital Changes:
444 Paidin ..o 0 0
44.2 Transferred from surplus (Stock Dividend) ... 0 0
44.3 Transferred to surplus (1 S [4
45, Surplus adjustments:
45.1 Paid in 0 D
45.2 Transferred to capital (Stock Dividend) 0 0 0
453 Transferred from capital ... e ] 0
46.  Dividends to stockholders (12,500,000) -] 0
47, Aggregate write-ins for gains of {1088€8) in SUIPIUS ..o 0 0 ]
48.  Net change in capital & surplus (Lines 34 to 47) (8,324,874 L ...(2,186,466)L .. 773,007
49. _Capital and surplus end of reporting period (Line 33 plus 48) 10,965,711 16,331,022 19,290,585
DETAILS OF WRITE-INS
£ U OUOUD O OOOO SOOI S RS
AT02. e eeees
4703.
4788, Summary of remaining write-ins for Line 47 from overflow page ... LU 0 0
4798. _ Totals (Lines 4701 thru 4703 plus 4798) (Line 47 above) 0 0 0




STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

CASH FLOW

1 2
Current Year Prior Year Ended
To Date December 31
Cash from Operations
1. Premiums collected net of reinsurance...._..... 147,799,883 192,550,758
2. NetinVesStMent INCOME . oo 1,957,779 2,333,738
3. Miscellaneous income 9 0
4. Total (LNeS 110 3) oo e 149,757,662 194,884,496
5. Benefits and loss related payments ... 21,370,200 161,331,711
6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts . . 0
7. Commissions, expenses paid and aggregate write-ins for deductions ... 13,699,734
8. Dividends paid to policyholders
9. Federal and foreign income taxes paid (recovered) net 0f $ .o ta@x oD capital gains (Josses) 0 5,400,867
10. Total (Lines 5 through 9) .. ; 135,069,934 186,927,526
11. Net cash from operations (Line 4 minus Line 10) S 14,687,728 7,956,970
Cash from Investments
12, Proceeds from investments sold, matured or repaid:
B2 BONUS et e oo eeen e reoeeeeeee oo ,600,000 600,000
12.2 Stocks SO 0
12.3 Mortgage loans . 0 0
12.4 Real estate ... 0 0
12.5 Other invested assets ..o 0 0
12.6 Net gains or (losses) on cash, cash eguivalents and short-term investments 0 i)
12.7 Miscellaneous proceeds ... 0 0
12.8 Total investment proceeds (Lines 12,110 12.7) e 2,600,000 600,000
13. Cost of investments acquired (long-term only):
13.1 Bonds 2,402,710 LD
FBLZ BHOCKS .. et ettt e oot oo oot et es oo eenr et eeeemreesr et eeee s o eeee e eeeee B 0
13.3 Mortgage J08NS ..o 0 0
13.4 Reatl estate .0 0
13.5 Other invested assets 0 0
13.6 Miscelfaneous applications 0 0
13.7 Total investments acquired {Lines 13.1 to 13.6) ..... 2,402,711 0
14. Net increase (or decrease) in contract foans and premium notes 0 0
15. Net cash from investments (Line 12.8 minus Line 13.7 and Line 14) ... 197,289 600,000
Cash from Fi ing and Miscell Sources
16. Cash provided (applied):
16.1 Surplus notes, capital notes i} {11,168,341)
16.2 Capital and paid in surplus, less treasury stock 0 ]
16.3 Borrowed funds . et ee et oo oo s e emeeeee oo eeeeeneem oo ee e e 0 0
16.4 Net deposits on deposit-type contracts and other insurance liabilities 0
16.5 Dividends to stockhalders ... 12,500,000 fe D
16.6 Other cash provided (applied) . - 9 Q
17. Net cash from financing and miscelianeous sources (Line 16.1 through Line 16.4 minus Line 16.5 plus Line 16.6) ... _{12,500,000) (11,168,341)
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15 and 17) ... 2 385,017 (2,611,371
19. Cash, cash equivalents and short-term investments:
19,1 BeQINNING Of YRIN e 41,505,185 ....44,116,556
19.2 End of period (Line 18 plus Line 19.1} 43,890,202 41,505,185
ote: Supplemental disclosures of cash flow information for non-cash fransactions:
20.0001. Conversion of debt to equity. 0
20.0002. Assets acquired by assuming directly related liabilities 0
20.0003. Exchange of non-cash assets or liabilities 0
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

A.

Accounting Practices — The accompanying financial statements of Tennessee Behavioral Health, Inc. (“TBH” or the
“Company”) have been prepared in conformity with the National Association of Insurance Commissioners (NAIC)
Annual Statement Instructions, the NAIC Accounting Practices and Procedures Manual and the accounting practices
prescribed or permitted by the State of Tennessee Department of Commerce and Insurance, which represents a
comprehensive basis of accounting other than generally accepted accounting principles (GAAP).

Use of Estimates in the Preparation of the Financial Statements — No significant change.

Accounting Policy — No significant change.

Note 2 - Accounting Changes and Corrections of Errors

A

Matetial changes in accounting principles and/or correction of etrors - No significant change.

Note 3 - Business Combinations and Goodwill

YO wp

Statutory Purchase Method - No significant change.
Statutory Merger - No significant change.
Assumption Reinsurance - No significant change.
Impairment Loss - No significant change.

Note 4 - Discontinued Operations

No significant change.

Note 5 - Investments

A.

B.
C.

D.
H.

F.

Mortgage Loan, including Mezzanine Real Estate Loans - No significant change.
Debt Restructuring — No significant change.

Reverse Mortgages — No significant change.

Loan Backed Securities — No significant change.

Repurchase Agreements — No significant change.

Real Hstate — No significant change.

Note 6 - Joint Ventures, Partnerships and Limited Liability Companies

A.

B.

Investments in Joint Ventures, Partnerships, and Limited Liability Companies that exceed 10% of the admitted assets of
the insurer - No significant change.
Impaired Investments in Joint Ventures, Partnerships, and Limited Liability Companies ~ No significant change.

Note 7 - Investmuent Income

A,

B.

Bases, by category of investment income, for excluding (nonadmitting) any investment income due and accrued - No
significant change.
The total amount excluded was $0.

Note 8 - Derivative Instruments

UOw

e

Market risk, credit risk and cash requirements of the detivative - No significant change.

Opbjectives for using derivatives — No significant change.

Accounting policies for recognizing and measuring derivatives used — No significant change.

Net gain or loss recognized in unrealized gains and losses during the reporting period representing the component of
the derivative instruments gain of loss — No significant change.

Net gain or loss recognized in unrealized gains and losses during the reporting period resulting from derivatives that no
longer qualify for hedge accounting — No significant change.

Derivatives accounted for as cash flow hedges of a forecasted transaction — No significant change.

Note 9 - Income Taxes

Hoow>

Components of the net deferred tax asset or deferred tax liability — No significant change.
Deferred tax liabilities that are not recognized - No significant change

Components of current income taxes incurred — No significant change.

Significant boolk to tax adjustments - No significant change

1. Amounts, origination dates and expiration dates of operating loss and tax credit carry forward amounts
available for tax purposes — No significant change.

2. Amount of federal income taxes incutred in current year that are available for recoupment in the even of
future net loss — No significant change.

10



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

NOTES TO FINANCIAL STATEMENTS

F. Consolidated federal income tax

1. For federal income tax reporting purposes, the Company's operations are included in Magellan Health
Services, Inc.'s (Magellan's) consolidated federal tax returns. The Company files a separate state income tax
return.

2. The Company maintains federal tax sharing arrangements with Magellan.  Through these arrangements,
Magellan has allocated $2,230,621 of provision for income tax for the nine months ended September 30, 2007.
The current arrangement calls for an allocation based on Magellan's effective tax rate before reflecting the
allocation and after effecting for permanent differences. This amount is included in the accompanying
statement of revenue and expenses. Income taxes receivable and payable are included in due to affiliates in the
accompanying statement of liabilitics, capital and surplus.

Note 10 - Information Concerning Parent, Subsidiaties and Affiliates

A. Nature of relationship - The Company is a wholly owned subsidiary of Magellan Behavioral Health, Inc., which is
directly owned by Magellan. The company holds no investments in any affiliated companies and makes no guarantees
nor does it partake in any undertaking for the benefit of any affiliate.

B. Description of transactions — No significant change.

C. Dollar amount of transactions — The Company paid $13,205,133 in management fees to the parent for the nine months
ended September 30, 2007.

D.  Amounts due to/from relates parties — Balances as of September 30, 2007
a. Due to Magellan - $(214,081)

b.  Due to Advocare — ($35,162)
¢ Due to Premier — $(1,438,967)

Guarantees or undertakings for benefit of affiliate — No significant change

Material management or setvice contracts and cost sharing arrangements with related parties — No significant change.

Commeon ownership or control — No significant change.

No significant change

Investment in SCA that exceeds 10% - No significant change.

. Investments in impaired SCA entities ~ No significant change.

K. Investment in a foreign insurance subsidiary — No significant change.

Emomm

Note 11 - Debt

No significant change.

Note 12 - Retirement Plans, Deferted Compensation, Postemployment Benefits and Compensated Absences and Other

Postretirement Benefit Plans

Defined Benefit Plan - No significant change.

Defined Contribution Plans — No significant change.

Multiemployer Plan — No significant change.

Consolidated/Holding Company plans — No significant change
Post-employment Benefits and Compensated Absences — No significant change.

HOOEe

Note 13 - Capital and Surplus, Sharcholders’ Dividend Restrictions and Quasi-Reorganizations

(1) - (9) No significant change.
(10 Surplus Notes — No significant change.

Note 14 - Contingencies

Contingent Commitments - No significant change.
Assessments — No significant change.

Gain contingencies — No significant change.

All Other contingencies — No significant change.

90>

Note 15 - Leases

A.  Lessee Operating Lease - No significant change.
B.  Lessor Leases and Leveraged Leases — No significant change.

Note 16 - Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With

Concentrations of Credit Risk

No significant change.

Note 17 - Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

10.1



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

NOTES TO FINANCIAL STATEMENTS

A, Transfers of Receivables reported as Sales - No significant change.
B.  Transfer and Servicing of Financial Assets — No significant change
C.  Wash Sales — The Company has not engaged in any Wash Sales during the current calendar year.

Note 18 - Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partally Insured Plans

A.  ASO Plans - No significant change.
B. ASC Plans — No significant change.
C. Medicare of Similarly Structured Cost Based Reimbursement contract — No significant change.

Note 19 - Direct Premium Written/Produced by Managing General Agents/Third Party Administrators

No significant change.

Note 20 -~ September 11 Events

No significant change.

Note 21 - Other Items

A.  Extraordinary items - No significant change.
B.  Troubled Debt Restructuring: Debtor - No significant change.
C.  Other Disclosures —
a. On April 1,2007, primarily all of the Company’s membership in the Middle Grand Region has been reassigned
to managed care companies in accordance with the contract awards by TennCare pursuant to its Request for
Proposals for the management of the integrated delivery of behavioral and physical medical care to these
enrollees.
b. On June 26, 2007, TDCI approved a Form D Prior Notice of Transaction filing for the distribution of equity
in the amount of §12,500,000. The distribution of equity to the parent company was completed on July 3,
2007.

D. Uncollectible balance for assets covered under SSAP No. 6, SSAP No. 47, and SSAP No. 66 ~ No significant change

. Business Interruption Insurance Recoveries — No significant change.

F.  Additional disclosures for Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated
Absences and Other Postretirement Plans — No significant change.

Note 22 - Events Subsequent

None

Note 23 - Reinsurance

A.  Ceded Reinsurance Report - No significant change.
B.  Uncollectible Reinsurance — No significant change
C. Commutadon of Ceded Reinsurance — No significant change.

Note 24 - Retrospectively Rated Contracts & Contracts Subject to Redetetmination

A, Method used by the reporting entity to estimate accrued retrospective premiom adjustments - No significant change.
B.  Amount of net premiums that are subject to tetrospective rating features — No sigaificant change.

Note 25 - Change in Incurred Losses and Loss Adjustment Expenses

No significant change.

Note 26 - Intercompany Pooling Arrangements

No significant change.

Note 27 - Structured Settlements

No significant change.

Note 28 - Health Cate Receivables

A. Pharmaceutical Rebate Receivables - No significant change.
B.  Risk Shating Receivables — No significant change.

10.2



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

NOTES TO FINANCIAL STATEMENTS

Note 29 - Participating Policies

Relative percentage of participating insurance - No significant change.
Method of accounting for policyholder dividends ~ No significant change

Amount of dividends ~ No significant change.
Amount of any additional income allocated to participating policyholders — No significant change.

SR

Note 30 - Premium Deficiency Reserves

No significant change.

Note 31 - Anticipated Salvage and Subrogation

No significant change.

10.3
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Heaith, Inc.

GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since the prior year end unless otherwise noted.)

PART 1 - COMMON INTERROGATORIES
GENERAL

Did the reporting entity experience any material transactions requiring the filing of Disclosure of Material Transactions with the State of

Domicile, as required by the Model Act? Yes | ] No [X]
If yes, has the report been filed with the domiciliary state? et Yes [ ] No [ ]
Has any change been made dunng the year of this statement in the charter, by-laws, articles of incorporation, or deed of settiement of the

reporting entity? ... Yes [ ] No [X]
IEYES, date Of ChaNGE! e mmrmaeccs oo or oo oot oo oot s oo et

If not previously filed, fumish herewith a cerified copy of the instrument as amended.

Have there been any substantial changes in the organizational chatt since the prior quarter end? .. Yes [ ] No [X]

If yes, complete the Schedule Y - Part 1 - organizational chart.

Has the reporting entity been a party to a merger or consolidation during the period covered by this stat 3 Yes [ ] No [X]

If yes, provide the name of entity, NAIC Company Code, and state of domicile (use two letter state abbreviation) for any entity that has
ceased fo exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Company Code | State of Domicile

If the reporting entity Is subject to a management agreement, including third-party administrator(s), managing general agent(s), attorney-i
fact, or similar agreement, have there been any significant changes regarding the terms of the agreement or principals involved?

Yes [ ] No [X] MA L]
If yes, attach an exptanation.

State as of what date the latest financial examination of the reporting entity was made or is being made. 06/30/2006

State the as of date that the fatest financial examination report became available from either the state of domicite or the reporting entity. This

date should be the date of the examined balance sheet and not the date the report was completed or released. 06/30/2006

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or
the reporting entity. This is the refease date or completion date of the examination report and not the date of the examination (balance sheet
date). . 04/20/2007

By what department or departments?

Tennessee Department of Commerce and INSUTENCE. .o oo

Has this reporting entity had any Certificates of Authority, ficenses or registrations (including corporate reg|slrahon if applicable) suspended
or revoked by any governmenial entity during the reporting period?...._______....___...___.__.__. . Yes [ ] No [X]

if yes, give full information:

is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board?. Yes [ ] No [X]

if response fo 8.1 is yes, please identify the name of the bank holding company.

is the company affiiiated with one or more banks, thiifts or securities firms?....... Yes [ ] No [X]

If response to 8.3 is yes, please provide below the names and location (city and state of the main office) of any affiliates regulated by a
federal regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptrolier of the Cumrency (OCC), the Office of
Thrift Supervision {(OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify
the affiliate’s primary federal regulator.}

1 2 3 4 5 6 7
Location
Affiliate Name {City, State) FRB ocC oT1s FDIC SEC

11
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

GENERAL INTERROGATORIES

Are the senior officers (principal executive officer, principat financial officer, principal accounting officer or controller, or persons performing

similar functions) of the reporting entity subject to a code of ethics, which includes the following standards?.

(a) Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional

relationships;

(b) Full, fair, accurate, timely and understandabie disclosure in the periodic reports required to be filed by the reporting entity;

(c} Compliance with applicable governmental laws, rules and regulations;
(d) The prompt internat reporting of viclations to an appropriate person or persons identified in the code; and
{e} Accountability for adherence to the code,

If the response to 9.1 is No, please explain:

Have any provisions of the code of ethics been waived for any of the specified officers?....

if the response to 9.3 is Yes, provide the nature of any waiver(s).

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?.........___

If yes, indicate any amounts receivable from parent included in the Page 2 amount:

Has there been any change in the reporting entity’s own preferred or common stock?

if yes, explain:

Were any of the stocks, bonds, or other assets of the reporting entity loaned, piaced under option agreement, or otherwise made available

for use by another person? (Exclude securities under securities lending agreements.) ...

If yes, give full and complete information refating thereto:

Amount of real estate and mortgages held in other invested assets in Schedule BA; ...

Amount of real estate and morigages held in short-term investments:

Does the reporting entity have any investments in parent, subsidiaries and affiliates?

If yes, please complete the following:

15.21 Bonds.
15.22 Preferred Stock .
15.23 Common Stock .. $
15.24 Short-Term | 1t $
15.25 Mortgage Loans on Real Estate .. $

$

$

15.26 All Other ..

15.27 Total Investment in Parent, Subsidiaries and Affiliates (Subtotat
Lines 15.2110 15.26)...._

15.28 Total Investment in Parent included in Lines 15.21 to 15.26 above ... $

Has the reporting entity entered into any hedging transactions reported on Schedule DB?

If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? ...

,,,,,, Yes {X] No [ ]
Yes [ ] No [X]
....... Yes [ ] No [X]
FINANCIAL
Yes [ ] No [X]
B OO
INVESTMENT
,,,,,,,,,,,,,,,,,,, Yes [ ] No [X]
Yes [ ] No [X]
$ - i
IO S 0
Yes [ ] No [X]
1 2
Prior Year-End Current Quarter
Book/Adjusted Book/Adjusted
Carrying Value Carrying Value
$ $
$ $
$
$
$
$
0 $
$
Yes [ ] No [X]
Yes [ ] No [ ]

If no, attach a description with this statement.
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7.2

17.3

174

175

18.1
18.2

STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

GENERAL INTERROGATORIES

Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity’s offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant o a custodial agreement with a
qualified bank or trust company in accordance with Part 1 - General, Section {V.H - Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook?

For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

1
Name of Custodian(s)

2
Custodian Address

For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name,

location and a complete explanation;

1
Name(s)

2
Location(s)

3
Complete Explanation(s)

Have there been any changes, including name changes in the custodian(s} identified in 17.1 during the currentquarter?

I yes, give full and complete information relating thereto:

2

1 3
Old Custodian New Custodian Date of Change

4
Reason

Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment

accounts, handle securities and have authority to make investments on behaif of the reporting entity:

7
Central Registration Depository

Name(s}

3
Address

Have all the filing requirements of the Purposes and Procedures Manua of the NAIC Securities Vatuation Office been followed?

if no, list exceptions:

Yes [ ] No [X]
Yes [ ] No[]
Yes [X] No [ ]



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

SCHEDULE A - VERIFICATION

Real Estate

CENDG LN

N
NSO

. Book/adjusted carrying value, December 31 of prior year
. Increase (decrease) by adjustment
. Cost of acquired ___.

. Total profit (loss) on sales ...
. Increase (decrease) by foreign exchange adjustment ___

. Book/adjusted carrying value at end of current period
. Total valuation allowance
. Subtotal {Lines 8 plus 9)
. Total nonadmitted amounts ..
.__Statement value, cusrent period (Page 2, real estate lines, Net Admitted Assets column)

1

Year to Date

2
Prior Year Ended
December 31

Cost of additions to and permanent improvements

Amount received on sales ...

SCHEDULE B - VERIFICATION

Mortgage Loans

1. Book valuefrecorded investment excluding accrued interes
. Amount loaned during period:

N

DB NDG AW

. Accrual of discount and morigage interest points and commitment fee
. Increase {decrease) by adjustment
. Total profit (loss) on sale
. Amounts paid on account or in full during the period ____.
. Amortization of premium ...
. Increase (decrease) by foreign exchange adjustment
. Book value/recorded investment exc(udlng accrued interest on morigages owned at end of current penod
10. e

- Subtotal (Lines 8 plus 10) ..
12,
13.

1

Year to Date

2
Prior Year Ended
December 31

o

gangior year.

2.1, Actual cost at time of acquisitions .
2.2, Additional investment made after acqulsmons

Total valuation allowance

Total nonadmitted amounts

ODODDODDoDOooDoD

Statement value of mortgages owned at end of current period (Page 2, mortgage lines, Net Adrmtted Assets
column)

=

SCHEDULE BA - VERIFICATION

Other Invested Assets

1

Year to Date

2
Prior Year Ended
December 31

©®NOO AW

. Book/adjusted cartying value of long-term invested assets 38
. Cost of acquisitions during period:

. Acgcrual of discount
. Increase (decrease) by adjusiment
. Total profit (foss) on sale ..
. Amounts paid on account or |n ful! during the period
. Amortization of premium _.
. Increase (decrease) by forelgn exchange adjustment
. Book/adjusted carrying value of long-term invested assets at end of current peno
10.
. Subtotal (Lines 9 plus 10)
12.
13.

(=

2.1. Actual cost at fime of acquisitions .
2.2. Additional investment made after acquisitions

Total vatuation allowance _

Total nonadmitted amounts

Statement value of long-term invested assets at end of current period (Page 2, Line 7, Column 31

coobbhooobono

SCHEDULE D - VERIFICATION

Bonds and Stocks

1

Year to Date

2
Prior Year Ended
December 31

CENDOAWN S

. Accrual of discount ..
. Increase {decrease) by adjustment
- Increase (decrease) by foreign exchange adjustment
. Total profit (loss) on disposal .
. Consideration for bonds and stocks disposed of
. Amortization of premium
. Book/adjusted carrying value, current period ...
. Total valuation allowance
. Subtotal (Lines 9 plus 10) -
. Total nonadmitted amounts ...
. _Statement value

Book/adjusted carrying value of bonds and stocks, December 31 of PHAOT YA .o oo e
. Cost of bonds and stocks acquired

2,600,002
2,402,711

,201,199

2,600,000
789

e 801,924 | e

2,401,924

2,600,002
0

2,401,924

2,600,002

12
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

Schedule DA - Part 1

NONE

Schedule DA - Part 2

NONE

Schedule DB - Part F - Section 1

NONE

Schedule DB - Part F - Section 2

NONE

Schedule S

NONE

14,15, 16, 17



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Heaith, Inc.

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Current Year to Date - Allocated by States and Territories

1 Direct Business Only
2 3 4 5 6 7 8 9
Federal
Employees | Life & Aanuity
Is Insurer | Accident & Health Benefit| Premiums & Property/ Total
Licensed Health Medicare Medicaid Program Other Casualty Columns Deposit-Type
States, Etc. {Yes or No)| Premiums Title XV Title XIX Premiums _iConsiderations| Premiums 2 Through 7 Coniracts

- Alabama .
. Alaska

. Arkansas .

. California ...

- Colorado e
» Connecticut

D
9. District of Columbia
10. Florida ...

©ND O AW N

15. Indiana.

16, Jowa ...

17. Kansas.
18. Kentuck:
19. Louisiana .
20. Maine.......
21. Maryland _.
22, Massachuselts
23. Michigan
24. Minnesota. ...
25. Mississippi
26. Missouri ..o
27. Montana ...
28. Nebraska .
29. Nevada ...
30. New Hampshire .
31. New Jersey

Cohobono bbb Do DDDDOmo DD D

f=1

(=1

32, NewMexico .. ...
33. New York.....
34. North Carolina
35. North Dakota
36. Ohio....
37. Okiahoma
38. Oregon ...

39. Pennsylvania
40. Rhode Island
41. South Carnlina
42. South Dakota . -
43. Tenmessee ... ... TN}]._.] Yes. 1.148,723,707 {......
44, Texas
45. Utah ...
48. Vermont
47. Viginia ..
48. Washington ...
49. West Virginia
50. Wisconsin
51. Wyoming
52. American Samoa
53. Guam...

54. Puerto Rico
55. U.S. Virginlislands ...
56. Northern Mariana Islands .
57. Canada....
58. Aggregate Other Alien
59. Subtotal.........

80. Reporting entity contributions for
Employee Benefit Plans. o XEX 0

61._Total (Direct Business) ,@ 1 0 146,723,707 0 0 146,723,707 0
DETAILS OF WRITE-INS
5801.
5802.
5803.

Do oo LoD oD o

......... 146,723,707 { ...

Dohoooobbhbooosooooo

....... 0 ] B O 0 ]
146,723,707 |........ 01 0

146,723,707 [

©
=

(=1

o
@

5898. Summary of remaining write-ins for

Line 58 from overflow page. oo XXX S 0 BT S 0 0 L 0
5899. Totals (Lines 5801 through 5803
plus 5898) (Line 58 above) XXX i} 0 0 0 0 0 0 0

(a) Insert the number of yes responses except for Canada and other Alien,

18
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STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplemental reports are required to be filed as part of your statement filing. However, in the event that your company does not transact the type of business

for which the special report must be filed, your response of NO to the specific interrogatory will be accepted in lieu of filing a “NONE” report and a bar code will be printed below.
If the supplemental is required of your company but is not.being filed for whatever reason enter SEE EXPLANATION and provide an explanation following the interrogatory
questions.

RESPONSE
1. Will the Medicare Part D Coverage Statement be filed with the state of domicile and the NAIC with this statement? [OOSR | | S
Explanation:
1.
Bar Code:

O 0 O

20



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Heaith, Inc.

OVERFLOW PAGE FOR WRITE-INS

21



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

Schedule A - Part 2

NONE

Schedule A -Part 3

NONE

Schedule B - Part 1

NONE

Schedule B - Part 2

NONE

Schedule BA - Part 1

NONE

Schedule BA - Part 2

NONE

Schedule D - Part 3

NONE

Schedule D - Part 4

NONE

Schedule DB - Part A - Section 1

NONE

. Schedule DB - Part B - Section 1

NONE

Schedule DB - Part C - Section 1

NONE

EO01, EO2, EO3, E04, EO05, EO6, EO7



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

Schedule DB - Part D - Section 1

NONE

EO7



STATEMENT AS OF SEPTEMBER 30, 2007 OF THE Tennessee Behavioral Health, Inc.

SCHEDULE E - PART 1 - CASH

Month End Depository Balances
1 2 3 4 5 Book Balance at £nd of Each 9
Month During Current Quarter
Amount of Amount of 8 7 8
Interest interest
Received Accrued at
Rate During Current
of Current Statement
Depository Code | Interest Quarter Date First Month Second Month | Third Month | *
US Bank 552,644 el 0,043 F 38,985,526 | .43 890,202 § XXX
0199998  Deposits in ... ... depositories that do
not exceed the allowable timit in any one depository
(see_Instructions) - Open Depositorjes XX XXX XXX
0199999 Totals - Open Depositories XXX X 552,644 37,710,043 38,985,326 43,890,202 1 XXX

JoT] Yk 553 644 37,710,003 3,985,526 | 43,800,500 | XX
0499399 Cash in Copany s 071108 T T T T X
0599859 Total XKK Wi 557,644 10,08 35,985,376 | 43,800,207 XXX

E08
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TENNESSEE BEHAVIORAL HEALTH, INC.

STATEMENT OF OPINION ON
ACCURACY AND COMPLETENESS OF RECORDS
September 30, 2007

I, Michael D. Fotinos, of Magellan Health Services hereby affirm that the records,
listings, summaries of policies in force as of September 30, 2007, and other relevant data,
prepared for and submitted to Emst & Young, LLP, were prepared under my direction
and, to the best of my knowledge and belief, are accurate and complete. I hereby affirm
that the claims incurral dates, claims paid dates, and contract totals are, to the best of my
knowledge and belief, accurately stated on the aforementioned records, listing,
surmnimaries, and other relevant data.

I further affirm that, to the best of my knowledge and belief, Tennessee Behavioral
Health, Inc. has no obligation or commitments with respect to which actuarial reserves
are required or appropriate other than those to which data in the aforementioned records,
listings, summaries, and other relevant data relate.

Michael D. Fotinos

Finance Director, Public Sector
Magellan Health Services
Columbia, Maryland
November 29, 2007



= Ernst & Young LLp Phone: (212) 773-3000
:-’I ERNST& YOUNG 5 Times Square wWww.ey.com
Quality in Everything We Do New York, New York 100386530

STATEMENT OF ACTUARIAL OPINION
November 27, 2007

Board of Directors
Magellan Behavioral Health Services, Inc.

I, Michael J. Cellini, am a member of the American Academy of Actuaries ("the
Academy"), and a Senior Manager and Consulting Actuary with the firm of Ernst &
Young LLP. I have been retained by Magellan Behavioral Health Services, Inc., the
parent company of Tennessee Behavioral Health, Inc., ("the Company" or TBH) to
issue this opinion. [ meet the Academy qualification standards for issuing this
opinion, and I am familiar with the valuation requirements applicable to the
Company.

1 have reviewed the actuarial assumptions and actuarial methods used in determining
the reserves and related actuarial items listed below and as shown in the annual
financial statement of the Company, as prepared by the management of the Company
for filing with state regulatory officials, as of September 30, 2007. My responsibility
is to express an opinion on these reserves and related actuarial items based on my
review. The actuarial methods, considerations and analyses used in forming my
opinion conform to the appropriate Actuarial Standards of Practice and Actuarial
Compliance Guidelines as promulgated by the Actuarial Standards Board, and form
the basis of this statement of opinion.

Financial

Statement

Reference

Jtem Page-Line _Amount
Claims Unpaid 3-1 $18.295473

1. TBH - East $13,976,996
2. TBH — Middle/West 4,318,477
Total $18.295.473

The reserves and related actuarial items listed above represent the estimates made by
management of the Company for all unpaid claims as of September 30, 2007.



Considerable uncertainty and variability are inherent in such estimates, and,
accordingly, the subsequent development of the unpaid claims liability may not
conform to the assumptions used in the determination of the unpaid claims liability
and therefore may vary from the amounts in the foregoing table.

I have relied on listings and summaries of claims and other relevant data, and upon
management’s representations regarding the collectibility of reinsurance recoverable
amounts, as expressed in the attached statement. I have relied upon Mr. Michael D.
Fotinos, Finance Director, for the accuracy of the data, as expressed in the attached
statement.

My review included the identification and evaluation of the effect on the foregoing
reserves of capitated risk-sharing contracts with service providers; however, my
review of such capitated risk-sharing contracts did not include an assessment of the
financial condition of the service providers. As such, the following opinion rests on
the assumption that such service providers will fulfill their obligations under their
respective contracts with the Company.

In other respects, my examination included such review of the actuarial assumptions
and actuarial methods, including comparing prior years® estimates of unpaid claims
liabilities to their subsequent development and such other tests of the actuarial
calculations, as I considered necessary.

In my opinion, the reserves and related actuarial items identified above:

(a) Are computed in accordance with presently accepted actuarial standards
consistently applied, and are fairly stated in accordance with sound actuarial
principles, except that consideration of the adequacy of the Company's
reserves and related actuarial items in conjunction with the assets which
support them has not been performed;

(b) Are based on actuarial assumptions relevant to contract provisions and
appropriate to the purpose for which the financial statement was prepared, and
provide for all reasonably anticipated unpaid claims under the contracts;

(© Meet the requirements of the insurance laws and regulations of the State of
Tennessee;

(@ Are computed on the basis of assumptions consistent with those used in
computing the corresponding items in the Annual Statement of the preceding
year, with any exceptions noted below;

(e) Include provision for all actuarial reserves and related actuarial items which
ought to be established; and,

6y} Make good and sufficient provision for all unpaid claims and other actuarial
liabilities of the Company under the terms of its contracts and agreements, by
which 1 mean that the estimated liabilities is an appropriate measure of
reasonably anticipated payments on incurred claims under potentially
moderately adverse development, although, consistent with the scope of my



review, the adequacy of the Company’s reserves and related actuarial items in
conjunction with the assets which support them has not been considered,

My review did not include asset adequacy analysis, as such analysis is not in the
scope of my assignment. I have not reviewed any of the Company's assets and I have
not. formed any opinion as to their validity or value. My opinion rests on the
assumption that the Company’s September 30, 2007 statutory-basis unpaid claims
liability is funded by valid assets that have suitably scheduled maturities and/or
adequate liquidity to meet future cash flow requirements.

As part of my review, I conducted analysis consistent with Section 3.6, “Follow-Up
Studies”, contained in ASOP Number 5, “Incurred Health and Disability Claims”,
adopted by the Actuarial Standards Board in December 2000.

My review relates only to those reserves and related actuarial items identified herein,
and I do not express an opinion on the Company's financial statements taken as a
whole.

This opinion has been prepared solely for the Board and the management of the
Company and for filing with state regulatory officials and is not intended for any
other purpose.

Michael J. Cellini, ASA, FCA, MAAA
Associate, Society of Actuaries

Fellow, Conference of Consulting Actuaries
Member, American Academy of Actuaries
Ernst & Young, LLP

5 Times Square

New York, New York 10036-6530

(212) 773-0873




Getting Betver All the Time™

November 27, 2007

Mr. Michael Cellini, ASA, MAAA
Ernst & Young LLP

5 Times Square

New York, NY 10036

1, Michael Fotinos, Finance Director for Tennessee Behavioral Health, Inc. ("the Company”),
hereby affirm that the listings and summaries of claims, exposures and other relevant data as of
September 30, 2007, prepared for and submitted to Michael Cellini, ail of which are detailed in
the attached schedule, were prepared under my direction and, to the best of my knowledge and
belief, are accurate and complete, and are the same as or derived from the in force records and
other data which form the basis for the Company's 2007 Third Quarter Filing. 1 further affirm
that the line of business classifications, claim incurral dates, claim payment dates, development
intervals, reinsurance data and premium rate information contained in such listings, summaries,
and related data are, tr the best of my knowledge and belief, accurately stated. I further affirm
that the Underwriting and Investment Exhibit of the Quarterly Statement was prepared consistent
with the claim incurral and claim payment dates of the data provided to support determination of
the liability for unpaid claims. 1 further affirm that the listings, summaries, line of business
classifications, to the best of my knowledge and belief, are compiled on a basis consistent with
comparable data at September 30, 2006. ‘

Policy reserves, the Hability for unpaid claims, and unearned premiums are net of reinsurance
ceded amounts. All such reinsurance recoverable amounts are collectible at September 30, 2007.
I am unaware of any material adverse change in the financial condition of the Company's
reinsurers that might raise concern about their ability to honor their reinsurance commitments.
The reinsurance contracts provided to you by the Company represent the Company's complete
agreements with its ceding and assuming companies, and there are no modifications, either
written or oral, of the terms of the Company's reinsurance contracts or additional reinsurance
agreements that have not been provided to you.

I further affirm that, to the best of my knowledge and belief, the Company has no obligations or
commitments at September 30, 2007 with respect to which actuarial reserves are required or
appropriate, except those for which reserves and liabilities are included in the following exhibits
and line items on page 3 of the Company's 2007 Third Quarter Filing:

Claims unpaid ) $18,295,473
TBH - East $13,976,996
TBH - Middle/West 4.318.477
Total $18,295,473

Michael D. Fotinos

. Finance Director
Finance Department 6950 Columbia Gateway Drive 410/4953-1000 tel
Columbia, Maryland 21046 210/953-5205 fax

www.MagellanHealth.com



TBH East IBNR Analysis
as of 9/30/07

Lag G/L Balance IBNR per lags Difference
Outpatient 569,018
Inpatient
Private & Residential 6,678,842
6,678,842
Supported Housing 528,382
|OP 213,534
Partial 11,442
Transportation 271,979
In-Home 389,161
8,662,358 8,662,358 -
GL vs Projection Analysis
GL Projection Margin
640-21400 FFS Claims 8,662,358 8,662,358 -
640-21982 FFS PAD 692,989 692,989 -
640-21000 CMHC Lookback (2) 3,246,192 3,246,192 -
640-21605 Transportation - CSA Cap 28,317 28,317 -
640-21005 Claims Cutoff (3) 1,347,140 1,347,140 -
Subtotal 13,976,996 13,976,996 -



TBH IBNR Analysis
as of 9/30/07

Lag G/L Balance IBNR per lags Difference
Outpatient 192,289
Inpatient
Private & Residential 2,194,925
2,194,925
Supported Housing 188,356
IOP 32,115
Partial 833
Transportation 80,734
In-Home 37,987
2,727,240 2,727,240 -
GL vs Projection Analysis
GL Projection Margin
640-21400 FFS Claims 2,727,240 2,727,240 -
640-21982 FFS PAD 218,179 218,179 -
640-21000 CMHC Lookback 335,556 335,556 -
640-21605 Transportation CSA 11,194 11,194 -
640-21005 Claims Cutoff 600,695 600,695 -
Subtotal 3,892,864 3,892,864 -
640-21805 Reinvestment 425,613 425,613 -
Total 4,318,477 4,318,477 -
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TennCare Partners Program
Reconcilation of IBNR per MLR to Quarterly Filing
September 30, 2007

PBS TBH East

IBNR Per MLR Report 7,620,322 3,073,990 11,936,867
Adjustments

Claims Cutoff (1) 959,376 600,695 1,347,140
FFS PAD (2) 398,245 218,179 692,989
Reinvestment Reserve 119,673 425,613 -
Total Adjustments 1,477,294 1,244,487 2,040,129
IBNR Per Monthly Filing 9,097,616 4,318,477 13,976,996

(1) Claims processed during month but not paid until October. Included as a

component of paid claims on the MLR reports.

(2) Ernst & Young requiring a 8% PAD above point estimate for FFS IBNR. Is

an allowance for adverse deviation. Not reflected in MLR reports.



TennCare Partners Program
Reconcilation of Medical Expense per MLR to Quarterly Filing
September 30, 2007

PBS TBH East
Medical Expense Per MLR Report 81,545,097 298,720,137 92,644,165
Adiustments
Adjustment to Prior Period IBNR (1) 1,022,461 (1,269,260) (167,955)
FFS PAD (2) 391,857 215,887 680,554
Total Adjustments 1,414,418 (1,053,373) 512,599
Medical Expense Per Monthly Filing 82,959,515 28,666,764 93,156,764

(1) Adjustment to IBNR for 12/31/08 and prior dates of service. Ties to underwriting
and investment exhibit.
(2) Portion pertaining to 2007 only.



TennCare Partners Program
Reconcilation of Revenue per MLR to Quarterly Filing
September 30, 2007

PBS TBH East
Revenue Per MLR Report 105,126,569 41,953,522 104,505,837
Adjustments
2006 retro membership (1) 249,232 (38,736) 303,084
Total Adjustments 249,232 (38,736) 303,084
Revenue Per Monthly Filing 105,375,801 41,914,786 104,808,921

(1) Change in 2006 revenue between December 2006 MLR report and September 2007 MLR report.



[Faosy s sy feres [aEis [ ] T SE 56 Tbse 636 [ATss o 678 [#616 [arse fares TALTE TP J23 TALyE AL s [REKE] 65 T#ET8 1 opEY FE] PO
I FSTIRF0T ] E06LVEDT A LA AT S Y TR s TR o L VS D 14 EIGTE G SETEC0l_ | g8erss S GG GEELITe TG BELVEES I 3T STTHEE A A wos 313 Ja} YN Bwmmay puw nEHiey
R T R EEET 30 WELST LiT05T 1586t Te6 i1 ZETE9TT LT 96TTHT (iG] WOTE BEGT Vg 55T 2] LT L il 105 [ RO 3} 30) WNER Suparetmay
SECTsNE | 099900% STEREGL 8TEITS IS5TEres LG F . A SOETRO [ TRLTbLal | Feeso0e AR I D) W56 SN GORBSTE #5919 SOYEER L6556 A e om 8T 303 SIEmAL [EIGY,

o [ [ [ ) [ ) ) B 0 ) ) 0 [ [ [ @ [} [ g ) [) WHKG SWRID A KQ SRS U PAANSYN 106 S34000Y
[ [ [ T v [} [} o [ [} o [} 0 ¢ @ 0 [} ) T § ) v ) [} seRqay AovmTgg

sy
55759 ] o 8TCIT T BT #ST 6857 ) OLEE 8607 @1 8LLS 81 99% 601 ) 0] ) e PSELELT $IS07) 2STGY 20TLRGRG PUT QRIE [0 0 STUAASHIPY/SIATALL RO
[ B [ [l G T g g [l [ [l [ [ o o T ) 5 mouikeg SoTemsTaY
Lyseer 0 (7374 Y6 BITRC 8087 L6 EET'ST 101'87 £T86T 91L9E [H¥ 68C8T 1006T 015'8T S8T0E 7L A RS B SOV FRGY WTRANG PR GHEI] [MTAR 30 10004 J0rmAm00qng

0 [ [ 0 ¢ o [] [ ) 0 [ o o ] [ ] 68T 06T soonedey §.td-von

SIRLECL 5618 CE8U18 £E8L18 LTE028 105608 SLLL08 LYTITR Lo FIL08 0STEREN oYis [ 1187708 SEFB6L vEERPOT T GELECL syomkeg i
o [ 0 [ @ [] [] ] ) £25795°01 [ [ ) ECEZA $T9°0§TY TEVSEEST 19970498 siatikeg BonEIde) BHQ
6ET6ILE SLES0 L GSRLOLC BSTLILT ST WIS BET 500y TR OOTED T Lo LT [ TTTTE G Ly | SS1T80ST SimamAed nenoidE) DHIND
] [ ] [) [ % 3 ST [ VT [ o 05T [ oy L61° LvTor Teaisdg Buissacol SwEL) 9 AQ SGANIEg INOH Sa1J-ANIME
6E57E 806'72T €6865T UETLT 1ZYP6L 98'98T ESE6HT UL G308 EEETETE 156°4TC BrLTYT E0E94T UL VORGST BrLT8T LTI eRLT 605'00T'S BIP6ESTT oIS BuISsan01g SAH o A4 sustiked onviodsuRly,
] sl o5LE $5% o581 000E BEEH %] €106 L8966 $it8 6978 o [7%] 05TT @07 wEl E8Y05T SLESIOE PROSSTT masAg Bulssa00id SRIEL) O £q Syuatadeq amopy of
[ 5255 068 91T 9866 [ Tor'e 855 [ 158TES 98T STTT 6T HIT ST LOES 8655 Ty 916 001791 vSITvl wNsAy Bmsspa0s] FONCL) I 4q MBAWAL HOREZEASOH PR
PE91 (B3 WL 16971 SOE6ST [T LIS BSLPRT POLLILT LERRTL S20151 PR 6R8°EEY sSLTeT wSHEL RS owSIHY 6509L6'1 PITG68 masAs J1ssen03 SWHBL) 3 K SURKEY WINBRAQ apsuAg
o nIwe EPOSCE ZBLTET 06£19¢€ UL TBUPLE L0T65E (5 916106 UELLE $08°S9¢ PESHIE 680°TLE 5T 05 9VE SITESE BPOE 1858V TOG0OT Y TLeT wmekg Fupsseoang sue() o Ag swomdeq Fusnoyy pavoddng

9YEREL'E £i6T VLR TP e Y 5555y oty PTEGY 00705 i €6LT6E FIG oY LY VIS BEin 0L e 65'v8Y [ i VREEL VISTREE mshg Aulssacorg SwEL) ) 4q mRamAC] 10ATARG

PEUSLLTET BL0WZy LT DIZHO'E VEBRSEE SIS FLEGILT BECTOYY EITEHT P8090CY BRETTLOE L9VIBY'E OFEFHE Ty SSULIFT TITTPeT €6TZET BV BETRT S8LTET swsHT T BN TECLE'E wsKg Fussa00sg swrey) S A Mmstakey agudy

WAL 93 405 BRI OBRGY BIUSIIGUS PUR NI (SO 0] syakey
RS [ 20T I AT T O A L 3 T T O 2 S T B U R i R N U G T T O T 7 4 L o TR R WP T EEH T T AT R i K L U R 7 T R Lo U W T e AT yomAang vopsideTy se3umL
SLT9TY ity oI89TY 0S5ty g5y SIS ITr Ty 55Ty VT sty GEIRTY Les6ty E6er TR BiETy GE LT SH5eth [ WEEir ST B oIy
L00T/1 7T} Y G A i T [ R RS oot soopter) [ TSR [ IREERN ) Y Y T EZ T i T TR Ty soouneny | vpoTsel
] IO oz 19721 pomg G s 1o | 1ot v ey l
935, #1304 160T a3 503 5607 o) sqiag | wag amlog oA SupI0dng
I GOy 35 - 58] VN [R0ag S

OH#



onvi o renpIIg

L T AR L o o A Ty TS A T T SHTIBE BT THRI T ] Tlevs FESELYE RESOTE GELEOS T SIS T0S oY [ 450SRI LS, RO S Ao HN T Buursmay puw HuowmAEg
A i SECYE et TS A ST N L Et's Tviry vt GovT 555, vl (73 Cad [ v ipuous ) 303 YNGR B
N D Y L o N T S E 3 17K VEEOETy [ Teev0sT | fovevE | RaSET | erere TSERVE EET L L L o L ] 767550 D A
O ) 0 5 [ 5 o 5 0 0 [ 0 o 5 T ° 0 [ 0 5 (73 TVEE AS SKETD 2 4 41 POV 106 38
3 [ 0 L) T ) ) T 0 0 ) o 1 T s o ] [ ] o ) g 3 ¢ Samesgon] fomuireig
w0
GEE [ ) TTY ToET 5T [ [ 3 i} TisH 357 W 0T 3 & 575 it T T G STERHE A 0 %g: mp =00
o [ 0 v o [ G T B o [ 0 5 G v T [ 0 [ 0 WA g RS
s 3 3] 0T Ei] T 55T T T SiET il g 5T T (7] 501 ST 19556T ST | IET e 30 u
v [ 0 O G (0 7 T 5 0 0 VLS e o e S50
ARG G ST FEGLE i iR SRR [ SITYEL ST WENTT IS i e TSI STTE EE nTHEL TESTTO | ¥osrisL SwuASE FD
[ v G 5 0 5 LS SRS LSS STi0L FVEC VSFLECST | RREITe sty vogmutss) K00
VRETRGT | B Ee6T | 1GFIT VEE50T | 900oETT TTII G UESIET | G SEoTYT LRET | reesieT BT 1T BT TOTL6UST | tossers S HORUIS) DU
1w © ] i i < 3 s [l [ £ iR Rngsaooud SUIED) A G FIUOLRg INGT) R {-ANDL,
POTRIS 50651 T OTTFY ax) 3 (3 E5L el 0STL8. EFSOLETT SBYOES T nAy Bulssao0sq uetD) oy A smiowideg nopmodam|
5 0 0 [ OIFT 7 s BSIBEET | v LSS Sunsss001g R N A staRkaAeg saua v
0 G B %] ) T ik S Fnssa00Rg RUTES) o Ac] SHBLR] VOREIEHISO BRRd
2] 1] ELT T &3] SHEST i A P2 15 umSAS BussRar] SUTH) ) AQ SNLYS WEERRG M4
kT SEEEE [l v it (i) ELTT ST [ A RS Buyssso0tg VLD X 44 souideq Burnory povoddng
0 L1TT ) LG el TV ] 6T i WUy Rere WA RSO0 ST 3 Aq SRR KRR
TELsTOl Leoess TETE Se60Y |09 WTT BLRCT TTE ] £ g Lol T Steves ETOSE SHISETST | GIEReE s Buyssaoaly ) Kq ST mEREd|
waep mysang P HIWH i
L N T g L T B K T i T T o o T/ e Tk s Tk L T L N T [ T L 5 T 77 2 i omteg noprdn) wrmDsay
S—
T TEEwT B () (LT pIE) 5] TR EAD T T L) T T T THFET I EE ST L wagoary
oounus [ gy T S T T L i T U -2 e e = T I ST Ty e o | oo | cwmnon | mwencas
1023 popog TS P 1971 g oo oy 1ot peeg  rezipeed |tz pee | T sopo Py 3
sy o 03 0 sk o 04 505 ssgoming | mspopug | mpmpiey | oy o SHRIORY

T ENH PTG a5 |

[
SNOLOS LSRN ZHIWH
FYLOL - LHOTH OLLYVE SO TVOIQTR



